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3. For RateYear 2001, therewill be noTransitionPayment addfacilitieswill receive 
the OtherOperating Standard Payment 

(3) CAPITAL Payment Rates - Beds licensed prior toFebruarY 1.1998. 
(a) TheCapitalPayment is decMmiaedbasedontheFACILITY’S Allowable Fixed Costs and Equity 
per diem amounts effective January31,1998 calculatedpursuant to 1143CMR5.00. This 
includes amounts approved under 114.2CMR 5.12. 

1. Ifthesum of a FACILITY’S Allowable Fixed Costs and EQUITY orUse and Occupancy 
payments is greater than$17.29 per day, the facility’s 1999 Capital Paysttea&will be the 
greater of 90% of thesum of its 1997 AllowableFixed Costs and EQUITY or Use and 
Occupancypayments or $17.29 per day. 
2. Ifthe sum of a FACILITY’S Allowable Fixed Costs andEquity or Use and Occam 
paymeats is equaltoor lower than$17.29 per day,theFACILITY’S 1999Capital Payment 
will~~thesumofits1997AuowabkFixedcostSaadEquityorUseandOccupancy 
payments. 

(b) pe0~eneedBeds out of Service.Facilities with licensedbeds thatwere out of service priorto 
1997 andwhichre-open in 1999 willreceive a Capital Payment ofthe lowerof $17.29 per day or 
the fac i l i ty ’s  most recent billing rates for Fixed costsand EQUITY or Use occUpancy. 

(4) CAPITAL Payment -NewConstruction, Except fornew coflst[ucfionpursuanttoa Determination of 
Need approved afterMarch 7,1996, and constructioninurban UnderbeCMedamaswhich becomes 
operational after February 1,1998, which aregoverned by 114.2CMR 6.03(2), the Divisionwill 
calculateMowable FixedCosts and AllowableEquity or Use and Occupancy. 

(a) Allowable Basisof Fixed As-. TheAllowable Basisof FdAssets iswedtocalculate 
allowable depreciation, interest,equity, anduse and occupancy. 

1. FixedAssets include Land, Building,Impro-ts, Equipment and Software. 
2. Allowable Basis, TheMowable Basis is the lower of theProvider‘s actual 
constructioncostor the Maximum Capital Expenditure approved for each category of 
assets by the MassachusettsPublic HealthCouncil. TheDivision will class* depreciable 
land improvementssuch asparking lot construction, on-site septicsystems, on-site water 
and sewer lines,walls and reasonableandwxssary landscapingcosts asBuilding cost. 
3. Allowable Additions. The Divisionwill recognizieFdAsset Additions made by the 
Provider ifthe Additionsare relatedtothe careofpublicly-isted Residents. If 
Additions relate to a capital project h r  whichtheDEPARTMENT has established a Maximum 
Capital Expenditure will be limitedto theamount approved by the Department. The 
Division will not Fixed Asset Additionsmade or EquipmentRENTAL expense 
incurred witbin 12 months after a DON projectbecomesoperational. 
4. Chanrre of Ownershin Lfthere is a Change of Ownership, theAllowable Basis will be 
determined as follows: 

a. w. The Allowable Basis is the lower ofthe acquisitioncost or the seller’s 
allowable basis. 
b. 	-. The AllowableBasis is thelower of the acquisitioncostor the 
seller’s allowablebasis, reducedby the amountof actual depreciationallowed in 
the Medicaid sates for the years 1968 through June, 30,1976 and 1993 forward. 
Inaddition, the seller’s allowableBuilding Improvements willbecome part of the 
Allowable Building Basis of the new owner. 
c. ImProvements. The Allowable Basis is the lower of the acquisitioncost or the 
seller’s allowable basis, reduced by the amount of actual depreciation allowedin 
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the Medicaid rates. The seller's allowable Building Improyemmts will become 
part of thenew owner's ALLOWABLEBasis of Build&. 
d. EQUIPMENT TteeAllowable Basisis thelower ofthe ACQUISTION cost or the 
seUer's allowable basii, reducedby the amountofactualdepreciationallowd in 
theMediCAIDrates. 
e. Upontrans&r,theseller'sallowab&BuiMingImpm~wiUbecomepart 
of thenew owner's Allowable Basis ofBuildhg.
E IftheDivisioncannd~theamountofacbaldepreciationallowedina 
p r i o r y e a r ~ i t s r e c o r d s , ~ D i v i s i o n w i l l ~ t h e ~ u s i a g t h e b e s t  
adable informatonkluding, among otherthiags,DOCUMENTATION submitted by 
the Provider. 

5. 	SPECIALProvisions. I 

ZL Non-PaYMent of ACQUISITION cast. lhe Divisionwill reducaAllowable Basis if 
thtprovider~ndpayallorpartofthsacquisition~ofa~b~lefixed 
a s s e t o r i f t h e r e i s a ~ ~ , d i s c h a r g c , o r o t h e r ~ ~ o f a l l o r p a r t o f  
aloanusedtoacqukorconstructareimbnrsablei3xedasset.TheDivisionwill 
reducethebasistothe~~thtbasiswaschived~theacquisit ionor 
wnstructioncostofthefkdassct. 
b. PePosSession by Transfixor. The Division will recalcalateAllowable Basisif 
a TRANSFEROR repossesses a facility to the TRANFEREE’S purchase obligations; 
becomes an oimer or receives an intenestin thc TRANSFEREE’S facility or company, or 
acquirescontrol of a FACILITY TheAllowable Basis will notexceed the TRANSFERORS 
original allowable basis under Division REGULATIONS applicable at the ' d a t e  of 
Change ofOwnership, increasedby any allowable capital Improvements made by 
thetransfereesinceacquisition, and reducedby depRECiation since acquisition. 

(b) AUowable Fixed Costs.The DivisionwillcalculateAllowable Fixed Costs including
DEPRECIATION interest, realestatetaxes,Building insuranceand Equipmentrental asdefined below: 

1. Rent and Leasehold Expense, The Divisionwill allow.reasonablerental and leasehold 
EXPENSES fbr Land, Building and Equipment at the lower of:average rentalor ownership 
costs ofcomparable Providers,or the xeaxmable and nw;essary costsof the Provider and 
lessor including interest, d e p r e c i a t i o n ,  real propertytaxes and property insurance.The 
Division will not allow rent and l d d  expenseunlessa REALTY Company &st Report 
isfiled. 
2. DEPreciation, The Division wiU allow depreciation on Buildings, Improvements and 
EQUIPMENT based ontheAllowable Basisof FixedAssets. 

a. METHODOLOGY Allowable Depreciationis calculatedusingthe straight line 
method. 
b. Usefit1 Lives. Except asprovided below, Allowable Depreciation is calculated 
using the ~Uowinguseful lives: 

ASSET TYPE 	 USEFUL DEPRECIATION 
LIFE N 

RATE 

byBuilding 	 Class I or IIas classified the Department 40 2.5% 
of Public Safety 
Class IU or IV as classifiedby the 33 3 -0% 
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ABuildingownedandoperatedbya 20 5% 
politicalsubdivisiiofthecommonwealth 
oranauthorityorwhichwasfinanc&by 

municipalbonds. 

Buildingor LEASEHOLD Improvementsmade VARIOUS up to5% 

subsequatothebeginaiag0ftheRateYear 

mustbepro-ratedoverthelifeoftheleaseor 

thebalanctoftbeestimatcdlifkofthe 

Building asckhmhed above, butin no 

casetoexceedthe~rateof5%. 


10 10% 
r 

4 25% 


3 33.3% 


3. LarrprTennlnterestBwmse, 
REIMBURSABLE Debt. Subjectto the limitationson refinancing set forthbelow, 

theDIVISION willrecognizea loag TERMdebt as reimbursable ifit is obtained to 
financeassetsused inthecare of publicly-assisted PATIENTS and ifit is supported 
by allowabledepreciable fixedassets. 

i. TheDivisionwillrecoga&de&trelatedtothe�inanciiofanewfixed 
asset only iftheacquisition and FINANCING occur Concurrently.A grace 
periodof~morethan91)daysbetweenthedateofacquisitionand 
financisgispermitcediftheP~derdanpresent~~~documentation 
to suppcirt its claimthat all reasonable attemptswere made to financethe 
assetatthetimeoftheacquisition. 
ii. The Divisionwill notaUmin- expense on loans to the facility 
fimn anowner, &cer, or Related Party.
iii. 'IheDivisiollwillnotoft.%ethterestincaneagainstin;terestexpense. 
iv. MORTGAGE ACQUISTIONCosts.Mortgage Acquisition Costsmust be 
amortizedoverthelifbofthemortgage~Amortizedmortgageacquisition 
~ a r e t r e a b b d a s ~ T e n n I n ~ ~ .MoRTgageAcquisition 
costsare subjectto the provisionsof maximuminterestratesand 
PERMANENTSktms,ifapplicable. 

b. 	 REFINANCING The Division will RECOGNIZE the refinancingofan &zing 
allowable debt asanallowable debtunder the following CIRCUMSTANCES 

i. Crossover. Whea theaccumulated principalpayments on theexisting, 
alluwabledtbtexceedstheaccumulateddeprcciationdowedbythe 
Divisionontheallowable fixed assetswhich have been FINANCEDby that 
debt; or 
ii. Demand Note. When an existin& ALLOWABLEdebt becomespayable 
VARIOUS demand;or 
iii. LoweredEXPENSEWhen the Long-TernInterestExpense over the 
lifk of the refinanced debt is lower than it would havebeen under the 
remainder oftheexisting,allowable debt. The Provider must submit 
comparativeschedulesshowingtotalLong-Term Interest Expense under 
both the existing, allowabledebt and the re-financed debt. 
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iv. FINANCING ofAllowable A . When a Provider REFINANCES for 
amountsgreatertbantheexidng,allswabledebtandtheadditid 
indebtedness isused for a siificant additionof allowabledepreciable 
fixedassets. Ifthediuadngis~rmtsgrraterthanthecxistin& 
dowabledebtonthedateof~~andtheaddit ional  
indebtcdetssisns#ifwptupsesotkxtbaaasirmifiF-wtgddifiOtlof ' 

allowabledepreciabefidassets,thcDivisioawillnotraoognizeinterest
EXPENSEONTHEADDITIONALINDEBTEDNESS whcnaPmviderrefinancesfor 
amountsgreaterthantheatisting,allowabledebtonthedateof 

refinancingaudtheaddithd~isusedfortheadditionof 
a l l o d edepreciablefixed assets which arenot significanfonly the 
portionof theREFINANCING dated tothe financingofththevvLy acquired 
fixedassets will be allowable. 

c. 	Nm-- Deb& Ifthe REFINANCED debt is not allowable, the Division will 
continueto~~intheratestheamauntofLongTe~IrrterescExpensewhich 
would have been incurredonthe prior allowabledebt. The Division will include 
the lower oftheinterestwhi&would have beenincurmi or the actual Long-Term 
InterestFkpenseaduaUyincurredbytheProvider. 
d. Permanent FACTOR t'or Interest. IbeDivisionwill recognize intereston an 
dowable debtto the extentthatsuch debt is supported by depreciablefixed 
assets. Land and Mortgage AcquisitionCosts arenot depreciablefixed assets. 
The Divisionwillcalculatethe PERCENTAGE of allowable debttototaldebt by 
dividing theallowablebasis of depreciablefixed assets by thetotalamount of the 
reimbursable debt. Upon refinancing, the Division wilI recalculatethe Permanent 
Factor by dividingthe prior allowablemortgage balanceby the tdalamount ofthe 
new debt. 
e. Allowable INTERSET Rate. The allowableinterestrate is the lowerofthe 
percentageof tdaLong-Term InterestExpensedivided by the average 
outstandingprincipal during thereportingperiod,or the annual percentage rateon 
special issues of thepublic debtOBLIGATIONS issued by theFederal Hospital 
InsuranceTrustFundforthethirdmonthpriortothemonthinwhichthe~cing 
was incurred plus 3%. Theallowable interest rate applies throughoutthe Life of 
any debtandwill continuetoapply ifthe Provider re- anallowable debt 
which is not mxgnked. 

(c) calculation of Allowable Fixed Costs per diem: 
1. The Divisionwill calculatetotalAllowable Fixed Costs by addug dowable 
depreciation, allowableLong Term Intenzst Expense, Real Estate Taxes, Personal Property
Taxeson the Nursing Facility Equipment theNan--portion of the Massachusetts 
CorporateEXCISE tax;Building Insurance; and Rental of Equipment locatedat the FACILITY 
2. The Division will calculate AllowableFixed Costsper diem by dividing Allowable 
FixedCostsbytheCo~~BedCapacitytimesthedaysintheRateYeattimesthe . 

greater of 96%or the Actual UTILIZATION Rate in theRate Year. For the first twelve 
months ofoperation, AllowableFixed Costswill be divided by the greater of actual Patient 
Days or 96% of Maximum Available Bed Days. 

(d) equity and Use and OCCUPANCY Allowance. The Divisionwill include areturnon Average 
Equity Capitalfor Proprietary Providers. The Division will include aUse and Occupancy 
Allowance for certainNon-Profit Providers. 
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1. A w e  EQUITY CAPITAL Average EQUITY Capital is the average of the 
betweentheProvider's AllowableBasis of Fixed Assets as determined under 114.2 CMR 
6.04(4)(a), andtheProvider's allowablelong-term liabilitiesat the beginninsand end of 
the year.For equity, allowablelong-term liabilitiesare tdalallowabledebt supported by
total allowable assets, including land. 

a THEDIVISIONWILLREDUCEAVERAGEEQUITYCAPTIALBYDEPRECIATIONALLOWEDON 
THEBUILDING,IMPROVEMENTS,EQUIPMENTANDSOFTWARE 
b. 	TheDivision will not include Mortgage AcquisiTION Costs,such as capitalized 
legal feesandprepaid intereston long-teRm obligations, or equity inBuildings
ana/orEqui~notlocatedattheNursiagFacility,inAverageEquicyCapital. 
c. The Divisionwill not reduceAverage Equity Capitalby long-term loans fbr 
which interesthas beenexcluded. r 

d Ifafacilityreplacesbeds,reimbursableequitywiUberecaladatedusiagthe 
newly establishedaUowablefixedassetsand allovpablc deb& exclusiveofequity
SUPPLEMENT ifany,whichwas previously grantedpursuant to 114.2 CMR5.00 
fwtheshucturetobereplacedbythenewcomtmtiion. 
e. calculstionof AvwaneEQUITY CAPITAL Allowauce. The avexage equity capital 
allowanceiscalculatedby multiplying Average Equity Capital by the Federal 
Hospital Trust Fund ratefor September, 1998, or 5.375%. 
f. The Division will calculate allowableAverage Equity Capital per diem by 
dividingthe Average Equity CapitalAllowance by thecurreat LicensedBed 
Capacity, includingResident Care Units, times thedaysin the RateYear, times 
thegreater of 96% or theActual utilizationRate. 

2. &e and OCCUPANCY Allowance for Non-Profit Providers. 
a. The Division will include a Use and OccupancyAllowance in the ratesof Non-
Profit Providersthat have maintained a public occupancy rate, including 
Medicaid, Massachusetts Commissionofthe Blind, andMedicare Patient Days,of 
at least 70%: 
b. 	 The Division will calculatetheUse and OccupancyAuowanceby using the 
methodologyset forth in 114.2CMR6.04(4)(e)le and dividingthe result by three. 
c. 'Ihe Division will calculate an allowable Use and Occupancy per diem by 
dividingthe Use and Occupancy Allowanceby thecurreat L i d  Bed Capacity 
for theRateyear,includingResident CareUnits, timesthe days in theRate Year, 
timesthegreater of 96% or the Actual UtilizationRate. 

(e) PaYment for CAPITALCosts. 
1. The Division will calculate the sum of the facility's 

a. Allowable Fixed Costs pursuant to 114.2 CMR 6.04(4)(c), and 
b. Equity or Use and Occupancy Allowance pursuant to 114.2 CMR 6.04(4)(d). 

2. For the following facilities, the Capital Paymentwill &ermined as fbllows: If thesum 
is greater than $17.29, the Capital Paymentwill be thegreater of90% of the sum or 
$17.29. Ethe sum is lower than $17.29, Capital Paymentwill equal the calculatedsum. 
This Capital Paymentapplies to: 

a. New Facilities and newly-licensed beds which open pursuant to a 
Determinationof Need approved on or before March 7, 1996; 
b. Replacement Facilitieswhich open on or after February 1, 1998 pursuant toa 
Determinationof Need approved on or before Match 7, 1996; 
c. Renovations made pursuant to a Determination ofNeed approved on or before 
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d.Twelve bedadditions associatedwith a Determinationof Need approved onor 
before March 7, 1996; 
e. Facilitieswhich requested and receivedan approved Determinationof Need 
pursuant tothedelegated review process in 1996under DEPARTMENTof Public 
Health regulation 105 CMR 100.505(a)(4); and . .f. Facilitiesthatimplemeatatradkmd~OFNEED approved Mre 
March7,1996andthatfiledaN~ofIntendfo~uirebeforeMarcb7,1996. 

3. For the following facilities,the Capital Paymentwillequal the lower of the calculated 
&unor $17.29: 

a. facities which renovatepursuanttoa ktmnination of Need approved after 
March 7,1996; and 
b. 	 facilities that implement atransfiared ofNeed approved -re 
March7,1996butdidnot;6ileaNoticeofIntentfoAcquiretbeEacititybefore 
March7,1996. Thispdidnatapply i f thetransfhoccurredonor~ 
February 1,1998 andbeforeMay30,1998. Jfthctrans~ocaundduringthis 
period, the Capital Payment willbe determinedunder 114.2 CMR 6.04(4)(e)2. 

4. Ifa facility's LICENSEDbeds fallintodifhent CapitalPayment methodologies,the 
Division will calculate the CapitalPayment for each type of licensed beds. The Division 
willweight the capital paymentratebased on the number of beds associated with each 
rate. 

(5 )  Prelimitmy Payment Rates. The preliminary payment ratesare thesum of the Nursing and Other 
OperatingPaymentRates and the CapitalPayment Rate. For hospital-based nursing facilties,the 
preliminary paymentnatesare the sum of the Standard Payments for Nursing and Other Operating Costs 
andtheCapital Paymentof $17.29per day. 

(6) Total PaYment AdJustment. There isanadditidadjustmentto reflectthe percentage changefrom the 
kcility's 1999 weighted PreliminaryPayment Rates and its weighted current paymentrates. 

(a) Current OF NEEDRates. A facility'scurrent paymeatrates are its most recently certified rates 
effective December 1,1998 calculatedpursuant to 114.2 CMR 6.00. TheDivision will amend a 
facil i ty's 1999 ratesto reflect 1998 amendedratesp b t  to 114.2 CMR 6.05(1). 

' (b) Calculationof Weinhtcd Rates. The Division will calculate weighted 1998 ratesas follows: 
1. Usingthirdquarter 1998 casemix proportioNs, calculatethe "weighted'current 
payment" as the sum of the productsofeach category's current payment byits 
correspondingcasemixproporCions. 
2. Using third quarter 1998 case mix billing data, calculatethe "weighted preliminary 
payment" asthe sum of theproducts of each category's preliminary 1998payment rate by 
its correspondingcase mix proportions. 
3. Calculite thepercentage cIi&rence fkom the"weighted current payment"to the 
"weighted preliminary payment." 

(c) Total Payment AdJustment. 
1. Ifthe percentage increase betweena FACILITY’SI999 weighted preliminary payment as 
calculated aboveand its 1998 weighted current payments is greater than 6%, the FACILITY’S 
rate adjustment from its current billingrateswill be limited to 6%. 
2. Ifa FAciLity's 1999 weighted prelimlinary paymentas calculated aboveis lower thanthe 
facility's 1998 weighted current payment, the fAcility's 1999 rates will equalits 1998 rates. 

(d) The Total Payment Adjustmentwill not be recalculated as a result of RATE YearAdjustments 
made to Capital Payments Rates under 114.2CMR 6-05\22). 

; * , 
.->- '? ~
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(7) 1999 Add+& The Division wiUadd a one time adjustmentof $0.76 to each ratecalculated pursuant 
to 114.2 CMR 6.04(6). 

6.05 Rate Year ADJUSTMENTS 

(1) Retroactivt ADJUSTMENTS TheDivision willretroactiveyadjust RATES inthcr fbllowiug situations: 
(a)Facilitieswhichdidnottilea1996CoslReDort. Ifafitdityoperationalin19Q6didmfiethe 
1996~report,thepaymentrateswillbetheI~ofits~bilfiagratcsorthestandard
PAYMENTREATES Ifthe FACILITY does not file a 1996 cost report by May 1,1998, tht FACILITY’S rates 
will be lowered by 5%. IftheFACILITY doesnot file a 1996 costreport by July1,1998, theDivision 
mayterrainatethefacility'srates. Ifthefacilityfilesa1996costreporftheDivisbdcalculatc 
amended1999ratesusingthe~ty*s1996costrepottTheameodedratewiiibecffixtiveonthe 
~ d a y o f t t a e m o n t t r ~ ~ t h e r e o e i p t o f a n ~ ~ l e c o s t r c p o r t .IfthefaciLity 
~stratesthatitcannatcompletGa1996costreport,itwillcooSinuetobe~datitscufient 
billiogratesorit4ayrequestthattheDivisionusea~bastyearcastreporttodetennineits 
rates. 
(b) Facilitiesthat o d in 1997, A facility that opened in 1997 will receive its1997 BILLING rates 
untila 1997 cost report isreceived. l3eDivision will calculatethe FACILITY’S 1998 ratesusing 1997 
baseyearcostssubjedtoaostceilingsupdatedto1997. Thecostadjustmentfrictortoupdate 
Nursing and Other OPERATINGCOSTS willreflect the change ffom 1997 to 1998. For FACILITES with 
lookback receiving divisor reliefpursuantto 414.2 CMR 5.11, the Division will exteadthedivisor 
relief in the 1998 rate for the twelve months allowed but notbeyondthat point.When the divisor 
reliefexpires, the Division will r e c a l c u l a t e  the facility's 1998 capital payment based onconstructed 
capacity. 
(c) Facilities that ope^^ in 1998 Or 1999. for &&ties that in 1998 or 1999 dbe st 
using $17.29 for Capital Costs during the Rate Year. The Division will review the costs reported 
in the Rate Year costReport todeterminethe Capital Payment under 114.2 CMR 6.04(4)e2. 
(d) Anendad 1997and 1998 Rates. TheDivision will amend 1999 ratesto deet 1997 and 1998 
amended ratesfor the following: ofbaseand lookback ratespursuantto 114.2 CMR5.11,. .ADMINISTRATIVE adjustmeatspursuant to 114.2 CMR 5.12; amended ratespursuant to an . .ADMINISTRATIVE appeal; amendedDON approvals for Maximum capitalEXPENDITURES ifthe original 

DeterminationofNeed was approved prior to Mar& 7,1996, or any further adjustmentsto reflect 

the resuits of any desk or field audits conductedby the Division or the Division of Medical 

ASSISTANCE 

(e) Mechanical Errors. The Division may adjust rates if it learns that thereisa materialerror in 

the ratecalculations. 

(f) E m s  in the Cost Reports,The Division may adjust rates ifit learns that the Provider has 

made a material error in the cost report. 


(2)NOTIFICATION Process. All facilitiies must nom the Division and a filea submission when they open, 
add new 	beds, renovate or re-openbeds. 

(a ) GeneralNotification ReQuirements. AU facities must submit the following information: 
the Provider's name,addressand V P N ,a detailed explanationof the basis for the requestedrateor 
rate adjustment 
(b) Submission for Rate YearADJUSTMENTS A facility requestinga Rate Year Adjustment under 
114.2 CMR 6.05(2) must also include the following information: 

1. a copy of the construction contract; 
2. copies of invoices and cancelled checks for construction costs; 
3. a copy of the mortgage documents; 

OFFICIAL 
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Il~ReCruiredCostRewas 
(a) NURSING FACILITY Cost REPORT W Providermust complete and filea Nursing Facility Cost 
Reporteachcalealaryear. TheNursingFACILITYCostmustCOntaiNtheCOMPLETEfinANciaL 
conditionof theProvider, including all applicableMANAGEMENTcompany, central office,and real 
ESTATEEXPENSES 
(b)RiealtvcomDanvCostRepo@.. AProviderthatdoesrmtowntherealpropertyofthenursing 

facitityandpaysrcnttoanatfil intPAor~~~trnstorotherbusinessentitymustfile 

orcausetobeiiledaReaItyCompanyCustRepoR 

(c) MANAGEMENT CompanvCost REPORT A PROVIDER must file a separate Management Company

CostReport for each entity for which it reportsMANAGEMENT or central officeEXPENSES relatedto 

the careof Massachusetts publicly-aided residents. IftheProvider identifies such costs, the 

Provider must CertifL that costsare REASONABLEand necessary for the care ofPublicly-Aided 

Residents in Massachue$&. 


(2)Gened Cost REPORTING REQUIREMENTS 
(a) Accrual METHOD Providers must complete all requirtdreports using the accrual method of 
accQunting. 
@) Docmentation of Resorted Costs. Providers must maintainaccurate, detailed and original 
FINANCIAL RECORDS to substantiate reported costsfor a PERIOD ofat least fiveyears followingthe 
submission ofrequiredreports or until the final resolutionof any appeal of a ratefor theperiod 
codby thereport,whichever is later. PROVIDER mustmaintaincomplete documentatonofall 
of the financial transactionsand census activity of theProviderand af�%atedentities including, but 

' 	not limited to,the books, invoices, bank STATEMENTS canceled checks, payroll records,governmental 
filines,aadanydherrecordsnscesxarytodoauacnttlaeProvider's~~costs..P~rsmust 
beab1etodocumentexpensesrelatiagtoaffiliatarl'~~r~ithasidentifiedcostsrelated 
tothe careofMassachusetts publicly-aidedmidentsWhetBtr or not theyare Related Parties. 
(e) Fixed AssetM e r .  Providersmust MAINTAINa fixed asset ledger \;vhich clearly i d e n t i f i e s  each 
asset fbr which EXPENSES are REPORTED including Iocation, date ofpurchase, cost, salvage value, 
accumulateddepreciation, and thedisposition of sold, last or fully depreciatedassets. 
(d) Job DESCRIPTIONSandTime Records. ProvideRS andmanagement companiesmust maintain 
writtenjob descriptions including qualifjcations,duties,responsibilities, andtimerecords such as 
time CARDS for all positions whichtheProvider identifies as relatedto the careof Massachusetts 
publicly-aided residents. Facilities organked as sole proprietorsor partnerships in which the sole 
proprietor or partner firnetions as ADMINISTRATOR with no reportedadministratorsalary or benefits . .must maintaindocumentation to supporttheprovision of tor SERVICES by the sole 
proprietor or partner. 
(e) Other Cost report in^ ReQuirements. 
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a. All COMPENSATION&~udingpaymu taxes . .  and benefits,forthe positionsof. .  . .ADMINISTRATOR assistantADMINISTRATOr, -r-in-tRAINING, b u s h  
manager ,secretarhlandcl~staB,~is taglandal l s taf�or
CONSULTANTSWHOSEDUTIESAREPRIMARILYADMINISTRATIVERATHERTHANDIRECTLYRELATED 
to theprovision of on-site care to residents ortothe.m& physical upkeep of the 
NusingFACILITY, 
b. EXPENSESRELATEDTOTASKSPERFORMEDBYPERSONSATAMANAGEMENTLEVELABOVE 

thatofanon-siiPmviderdepartmcnthead,whichareassodatadwith~~ 

weuaslegal, * 

supetvisin&and/ordirectiagservictsprovidedto~i~~inaN~Facilityas
financialandMANAGERIALservicesoradviCeincLuding 

c M . p u t c r m ~ - ~ p m x s s i n g ~  
c. ~ r e l a t e d t o p o l i ~ p l a m i i n g a l l d ~. .  aaivities 

n e c e s s a r y ~ r t h e ~ ~ L o a g - T e r m ~ o f ~ a f f a i r s o f a N u r s i n g  

Facil i ty ,~cludingbutnotl imitadtothe~tbg;~managanentof  

the Provider,includingthecast ofFINANCIALACCOUNTING amd MANAGEMENT ADVISORY 

consultants,iheestablishmenofpersonnelpdicies,~plaaningofresident 

admission policiesandtheplanning of theexpansion and FINANCING of the 

Provider. 
d. providers mukt reportthecost of adminisTRativepersonnel to the appropriate 
account. The cost of administrativepersonnel includes aU expenses, fees, payroll 
taxes,fiinge BENEFITS salaries or other compensation. 
e. Providers may allocateADMINISTRATIVE costs among twoor more aocounts. The 
Provider must maintainspecific anddetailedtime records to support the 
allocation. 

2. Draw Accounts, Providers maynot report or claim proprietorshipor partnership 
drawingsassalaryexpense. 
3. EXPENSES whichGenerateIncome. Providers must INDENTIFYthe EXPENSE accouIts which 
generate income. 
4. FixedCosts. 

a. Additions. Ifthe square FOOTAGE of the Building is enkged, Providers must 
reportall additions and renovations as BuildingAdditions. 
b. ALLocation. Providersmust allocateall fixedcosts,except Equipment, on the 
basis of s~uarefOotage. A Providermay elect to specifically identify EQUIPMENT 
reWtothe Nursing Facility. Tbe Providermust document ea+ piecc of 
Equipment in the fixedasset LEDGER Ifa Provider elects notto identify Equipment, 
it must docateEquipmeat on the basis of square FOOTAGE 
c. Replacement of Beds, Ifa PROVIDERudxbkes CONSTRUCTION to replacebeds,it 
mustwriteoffthe~assetswhicharenoloagerusedtoptovidecareto 
Publicly-Aided Residentsand may not iden@ associated expenses as related to 
the careof Massachusetts publicly-aided RESIDENTS 
d. Fullv Depreciated Assets. Providersmust Separatelyidenti@filly depreciated 
assets. Providers must reportthe costsof filly depreciatedassets and related 
accumulateddepreciationon all Cost Reportsunless theyhave removedsuch costs 
and accumulated depreciation h m  the Provider'sbooks and records. Providers 
must attach aschedule ofthecost of the retired Equipment ,accumulated 
depreciation, andthe accounting entries on the books and records of the Provider 
to the Cost Report when Equipment is retired. 
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e. Providers must report allEXPENDITURES for major repair projects whose d l 
lifeisgreaterthanoaeyear,includia&butnotlimitedto,wallpaperingand 
painting as Impro-ts. Providers may not reportsuchexpeNditures asprepaid 
expenses


5.  LAUNDRYEXPENSE P r o v i ~ m u s t ~ ~ t h e ~ a s s o c i a t e d w i t h  
lauradryservicesfixwhichnomPub~Aidui~arebilledPROVIDERSMUST 
identifysuchexpeaseas~-datedtoMbdicaidpabieatcare.. ..6. ACQUISITION casts,PrmridersmnstdassifyMortgage~mcostsas 
OTHERASSETS ProvidersmaynotaddMor$ageAcquisitmCoststofixedassetaccounts. 
7. NursinGCosts. Thecostsmustbe~withdirectresideQtcarapersOnneandbe
requiredtomed~ratand~laws. 
8. RELAtedParties. ProvidersmustdisdosesalaryexpeasepaidtoaRelatedPartyand 
m u s C i d e n t i f y a l l ~ ~ s e r v i c e s p ~ ~ a R e l a t e d P a r t y . I f a P r o v i d e r. 
purcbasesgoodsandservicestroma~Party,itnrustdisclosetheRtlatedP~'s 
costofthegoodsandservices. 

( f )  Special CostREPORTING REQUIREMENT 
1. Facil i t ies  in which other~~areooerated,IfaPravideroperatesanadultday
HEALTH program, anassisted living program, or provides outpatientservices,theProvider 
may not i d m e  EXPENSES of such programs as related to thecare ofMassachusetts 
publicly-aided Residents. 

a. Ethe Provider convertsa portionoftheProvider toanother program, the 
Provider must iden* thesristing EQuipmEnt no longer used in Nursing Provider 
opedons and remove such Equipanentfirm theNursiNg Providerrecords. 
b. The Provider must identifythetotalsquare FOOTAGE of theexisting Building, the 
square footage as sociatedwith thcPROGRAMandtheEQUIPMENTassociatedwith 
theprogram
c. The Providermustdocateall shared costs,including shared capital costs, 
usinga well do cum en^ and gemallyacceptedallocationMETHOD The Provider 
must directly assign to the PROGRAM any additional capital expenditures associated 
Withthepro$am. 

2. HosPital-Based NURSINGFacilities, A Hospital-Based Nursing Providermust file Cost 
Reportsonafiscalyearbasisconsisteatwiththe~yearusedintheDHCFP-403 
HospitalcostRepoRT THEPROVIDERMUST 

a. id=* theexisting Building and Improvemeat costs associatedwith the 
Nursing Provider.TheProvider must allocatesuchwsts on a SQUARE footage 
basis. 
b. reportmjor moveable Equipment and fixedEquipment ina manner consistent 
with theHospital Cost Report. In addition, theProvider must classify fixed 
EQuipmeNt as either BUILDINGImprovementsorEquipment in accordancewith the 
DEFINITIONS contained in 114.2 CMR6.02. TheProvider may electto report major 
moveable andfixedEquipmentby one of two methods: 

1. A Provider may elect tospecifidy identi@the major moveableand 
fixedEquipment directly related to the care of Publicly-Aided Residents in 
the Nursing Provider. T&eProvider must maintaincomplete 
documentation ina fixed asset ledger, which clearly identifieseach piece 
of Equipmentand its cost, date of purchase, "Id accumulated 
depreciation. The Provider must submit this documentation to the 
Division with its  first budgeted Nursing Provider Cost Report. 
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(2) GeneralCostPrincioI~.Inondertoreportacostasre~toMedicaidpatiezdcan,acostmust 
satisEythefollowingcriterk 

(a) The cost must be ordinary; lwoessary and diredy related to the care of Publicly-Aided
RESIDENTS 
(b) The costmust be for goods or services actually provided in the nursing FACILITY and 

(c) The cost must be reasonable;and 

(d) m e  cost must actually be paid by the Provider. Costswhich arenot considered related to the 

careof Massachusettspublicly-aidedResidents.include, but arenot limitedto:costswhich are 

discharged in bankruptcy;costswhich are FORGIVEN costswhich are cOnvertedto a promissory 

note; and accrualsof &-insuredcostswhich arebased on actuarial estimatEs; 

(e)A provider may not reportthe following costsas related to the care of Massachusetts publicly

aided Residents: 


1. Bad debts, rehds, charity and courtesy allowances and CONTRACTUALadjustmentsto the 
Commonwealthandotherthirdparties; 
2 Federal andstate incam taxes,except thenon-income related portion of the 
MassachusettsCoRporateExciseTax; 
3. Expenses that arenot directly relatedtothePROVISIONof resident care including, but not 
limitedto,EXPENSES related to other businessactivities and fund ra is i igift shop 
expenses,research~,rental~forspacenotrequiredbytheDepartmentand 
expenditureof fundsreceivedunder fEderal grants for COMPENSATION paid for TRAINING 
personnel and EXPENSESrdatexlto grants of CONTRACTS for special projects; 
4. Compensationand f k g e  benefitsof residentson a Provider's payroll; 
5. Penaltiesand interest, incurred becauseof late payment of loans or other indebtedness, 
late filing of W e d  and state tax returns,or h m  Iate payment ofmunicipaltaxes; 
6. Any increasein compensation or fringe benefits grantedas an unfair labor practice 
after a finaladjudication by thecourt of last resort; 
7. 	Expenses fbr purchasedSERVICE NursiNg services purchased fromteanpoqnursing 
agenciesthat arenot registeredwith the Department under regulation 105 CMR 157.000; 
8. Any expense or amortizationof a capitalizedcost which dates to COSTS or expenses 
incurred prior to the openingofthe facility; 
9. All legal expenses; and those accounting expenses and filing feesassociated withany 
appeal process. 

FILING Deadlines. 
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